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(54) Dynamic order visibility system for the trading of assets 



(57) The disclosed Invention fs a new method and 
mechanism for a marketplace of buyers and sellers of 
any asset, and In particular financial Instruments. The 
Invention Includes a user specified, computer-aided 
control ever the visibility and matching ol buy and sell 
orders. In a marketplace, particularly one with Illiquid 
assets, a participant wants his order to be shown Co 
potentially Interested participants such that e trade can 
take place. However, the participant wants this order 
treated with discretion, so that his trading Information 
does not get into the hands of non-Interested parties 



who may take advantage of the In 
ing adverse price movement The mechanism and busi- 
ness method disclosed herein all™ tiie userto enter a 
buy or sell order along with parameters, Including a vle- 
a>ility group, which guide a computer program to distrib- 
ute information about this order to desired parties. The 
mechanism can be used forthe trading of any financial 
asset, including but not limited to, bonds, stocks, foreign 
exchange, commodities, futures, and options. 




CL 
LU 



BEST AVAILABLE COPY 




t EP 1 081 

Description 

TECHNICAL FIELD OF THE INVENTION 

[0001] The present invention pertains in general to s 
the trading of securities and in particular to the distribu- 
tion and displaying of orders and interests to trade in a 
market. 

8ACKG ROUND OF THE INVENTION w 

[0002] Traditionally equity and futures markets have 
traded via a transparent market mechanism wherein all 
buy and sell orders are available to all participants. This 
is also the caso for the electronic communication net- is 
works (ECNs), which have recently gained popularity 
and provide an electronic marketplace for Individuals 
and/or institutions to trade NASDAQ stocks directly with 
one another without a specialist or market maker stand- 
ing in the middle. ECNs are anonymous cross-matching so 
systems. Examples of such systems include Instinct, 
Island, and Arehk»elago. Some examples of these sys- 
tems are shown In USPN 3,573,747, which discloses an 
anonymous trading system for selling fungible proper- 
_tles between subscribers to the system; USP N zs 
4,412,267, which dlscio6ee an automated stock 
exchange In which a computer matches buy and sell 
orders for a variety of stocks and USPN S.101.353, 
which discloses an automated system for providing 
liquidity to securities markets In which orders are 30 
entered by the system and executed in real time either 
Internally between system users or externally with stock 
exchanges and markets. In these marketplaces, all buy 
and sell orders are displayed to all other participants, 
with the Identities of the buyer or seller kept anonymous. 3S 
These mechanisms provide transparent marketplaces, 
and allow investois to avoid the market-maker bid-offer. 
[0003] Some of these markets (such as Instinet) 
also allow a single buyer and seller to enter into private 
negotiations that are not made available to the other w 
users. However, this buyer and seller still find one 
another through the transparent market system. 
[0004] Another feature chat some markets allow is 
for participants to place orders that will be made availa- 
ble only to a portion of users based on static criteria. Sil- 4S 
verman, at at. (U.S. Pat. No. 5,136,501) disclose a 
method such that users can designate other users that 
do not meet their credit criteria for trading. These credit 
criteria are static, and do not change with the activity of 
a participant in a market. Instead, such criteria are so 
based upon the participant's identity (or in this specific 
case, whether the participant Is an approved counter- 
party), rather than the participant's activity. In a further 
example of order display based on a static criterion, 
Instinet offers users the ability to show their order to ss 
Institutions only (and therefore, excluding dealers or 
market makers). This, again. Is a criterion that is 
unchanging because it is based on the type oi institu- 
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tion, which is essentially permanent 
[0005] One of the pitfalls of these market systems is 
that they make it difficult for investors to transact large 
blocks of stock for fear of moving the market against 
them (this is known as market impact). If an investor 
places a large order Into the market, knowledge of this 
order can cause adverse price movements. Thus, inves- 
tors are unwilling to transact these large positions and 
are forced to either present their position to a dealer or 
to split the order Into very small pieces. The problem 
with presenting the position to a dealer Is that although 
the dealer may be willing to take the position into his 
inventory, he w3l only do so at a large cost to the Inves- 
tor. The problem with splitting the order Into small 
pieces, on the other hand, is that this requires a large 
amount of time tor the Investor, and may not allow the 
Investor to transact the position as quickly as Is 
required. 

[OflOS] There are market mechanisms that have 
been developed over the past several years to attempt 
to alleviate this problem. One of these is ITG's POSIT, 
Which was designed to allow anonymous mid-market 
crosses of shares with orders entered In a hidden-order 
entry book. This permits large buyers or seHers to enter 
t heir ord er, and if there Is an offsetting posi tion, t hen a 
" trade takes place. If there is no offsetting position, "then 
no trade occurs, but there Is not an adverse Impact on 
the price for the security since the order has not been 
shown to any market participants. The trades always 
occur at the then current mid-market price of the stock, 
based on pricing In a separate marketplace (such as a 
stock exchange or NASDAQ). Thi3 method is known as 
■parasitic pricing*, since it provides no mechanism for 
price discovery of Fts own. A system featuring price dis- 
covery would necessitate a mechanism for formulating 
the cross-matched trade prices on its own, based on 
user preferences. 

[0007] A more recent advance is Hie order match- 
ing system designed by Optlmark Technologies (see 
U.S. Pat No. 5,845,256). This system also has a hid- 
den-order entry system, but the system also penults 
price discovery. The users enter a matrix of utility func- 
tions (from 0 to 1) representing uib amount of satisfac- 
tion they would have If they were to transact at a set of 
price and quantity combinations. The system then does 
a large matrix multiplication to compute the trades that 
maximize the utility of all users. Thus, the order match- 
ing system could arrive at prices substantially different 
than those in the listed stock market As such, Opti- 
mark's system does allow for price discovery beyond 
that in an ordinary anonymous market. An advantage of 
the Optimark system is that it allows both price discov- 
ery and the ability for users to keep their Interests out of 
view from everyone in the marketplace. Thus, it is well 
suited for working sizes that are larger than those nor- 
mally transacted in a given security. 
[0008] There are drawbacks to the Optimark sys- 
tem. The first Is that it requires participants to submit 
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their orders in an unfamiliar way. it may be difficult for 
investors to taKe advantage of this system. A second 
problem with this system Is that it requires users to set 
their awn prices for large trades without any knowledge 
of what other participants are doing. This Is satisfactory 
when there Is a separate market for the security, and 
users therefore have some knowledge of reasonable 
prices for the security Involved. One potential area of 
application of this system is to the transparent stock 
market when Institutions (which hold large positions and 
thus cannot easily trade these positions in the dairy mar- 
ket that is thinner and dominated by retail investors), 
want to conduct a transaction. However, the Optlmark 
system does rely, to a certain extent, on Investors hav- 
ing some knowledge or prices far the securities 
Involved. This Is a problem when attempting to apply the 
technology to a market that is illiquid without a reference 
for pricing. In such an environment, it is more difficult for 
investors to specify a matrix of utility functions of where 
they would like to transact since they have no transpar- ; 
ent market to reference for price quotes. Thus, there Is 
a need for an alternative market mechanism that does 
allow for negotiation. 

[0009] Another recent advance in the electronic 
trading of fixed Income securities Is the Umltrader sys- 
tem, which "attempts to address If 
releases describe the system as having both a transpar- 
ent market and a hidden-order entry system. In the hid- 
den-order system, users can enter limits as to how far 
they would be willing to move from their Initial price. 
Then, if two users are determined by the system to be 
the best buyer and seder, they then enter a one-on-one 
negotiation to set a final price. Thus, this system com- 
bines the facets of a hidden order book, a transparent 
market, and one-on-one negotiation. 
tOOl 0] A restriction of the Limitrader system Is that 
it makes the assumption that the best buyer and seller 
will find one another in the hidden-order system. This Is 
somewhat limiting since, especially with illiquid securi- 
ties, it is likely that the best buyer and seller wont <to 
always have outstanding orders In the system. The Um- 
ltrader system has the constraint that Initial order dis- 
play is either made available to all or no other 
participants, and then negotiation occurs In a one-on- 
one format. However, it is more likely in this system that ■« 
the one-on-one negotiation will be between the bast 
buyer and seller with current orders, as opposed to the 
actual best buyer and seller. 

[0011] Thus, there la a need for an improved mar- 
ket, which can allow users to minimize market impact, so 
while also Increasing market liquidity. 

SUMMARY OF THE INVENTION 

[0012] Aselectedembodlmentoflhepresentlnven- as 
tion Is a method and apparatus for providing order dis- 
plays to market participants wherein an Investor has an 
order for a particular asset. The method Includes the 



step of classifying each of the participants according to 
each of a plurality of criteria The criteria are used for 
defining a plurality of visibility groups of the participants. 
In particular, the present invention allows for the user to 
specify dynamic criteria for the formation of visibility 



behavior and actions of users, which can Include any 
current or past orders, trades or Information requested 
about that security by that user or other users. These 
dynamic criteria for a given security can also be affected 
by user's behavior In other similar securities. Thus, the 
participants in a visibility group that is based upon 
dynamic criteria can change based upon the activity of 
users. Each visibility group is based on at least one of 
the criteria. The investor selects one of the visibility 
groups prior to or fo r submission with the order forspec- 
ffyirig the participants who will receive the order. Finally, 
the order Is made available to each of the participants in 
the selected visibility group. 

[0013] In a further aspect of the present Invention, 
trades are fulfilled between Uib participants who have 
submitted orders Tnto the system. The matching of 
orders can be dependent upon the visibility group 
selected by the participants. 

[0014] in a stilt further aspect of the present inven- 
s fe selectively dis- 
played to participants depending on trade visibility 
groups thai were selected by the counterparties In a 
trade. 

BRIEF DESCRIPTION OF THE DRAWINGS 

£0015] For a more complete understanding of the 
present Invention and the advantages thereof, reference 
fe now made to tha following description taken in con- 
lunction with the ; 



Figure. 1 Is a block diagram for a system for Imple- 
menting the present Invention, 
Figure 2 is a block diagram illustrating additional 
aspects of the system shown in Figure 1 , 
Figure 3 Illustrates the selectable display of orders 
{bids and offers) to participants In a market. 
Figure 4 Is a flow diagram Illustrating the logic 
involved in a selected technique for processing of a 
new order, in which visible counterparties are given 
preference to invisible counterparties when the sys- 
tem is determining which orders will become 
matched trades. 

Figure 5 Is a now diagram illustrating the processing 
of an order in which a match is made with the best 
possible price irrespective of whether It is with a vis- 
ible or Invisible counterparty, 
Figures 6A and 6B are flow diagrams Illustrating the 
processing of an order En which a match Is made 
with a visible counterparty, but an invisible counter- 
party has a better price, wherein the participant 
who placed the order is given price Improvement 
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and the first opportunity to trade at this price is 
given to the visible counterparty, 
Figure 7 is a flow diagram illustrating the generation 
of visibility groups, 

Figure 8 is a further illustration ol order visibility lo 
participants in a market. 

Figure 9 is a further illustration of order visiblity lo 
participants in a market. 

Figures 10 further fflustrates an example of order 

visibility to participants in a market, 

Figure 11 Illustrates order visibility In a further 

example for participants in a market. 

Figures 12A and 126 are a flow diagram illustrating 

a further technique for making orders available to 

selected participants, 

figures 13A, 13B and 13C are a flow diagram illus- 
trating the formation of groups by use of displayed 
orders and/or displayed trades. 
Figure 14 Is a block diagram illustrating a second 
system configuration for implementing the present 



of trade visibility in 



DE TAILED DESCRIPTION 

J0016] The market mechanism described herein 
allows investors a new and different method with which 
to experiment with price discovery as compared to 
existing market systems. A substantial problem in most 
current markets is that of "marKet frnpacf, which Is the 
effect on the market when one investor places an order. 
If one order In a market causes a significant price 
change tor a particular security, this price change Is 
undesirable for the market, and in particular for the 
investor who placed the order. In an ideal market, the 
Impact of any one order would be insignificant. In exist- 
ing transparent marketplaces, however, market impact 
can be produced when many market participants see a 
given order. 

[0017] The current available mechanisms allow dis- 
play of orders to all users (which has the maximum 
impact on prices), or display to no users (which has no 
impact, but also leaves potential trading partners una- 
ware of an interest to trade, and therefore does not pro- 
voke a response). Investors cant currently discover the 
Impact resulting from showings their interest only to 
selected participants that are likely to have an offsetting 
Interest This Is Bkely to be a substantially different result 
than that of showing it to all participants, and therefore. 
Investors can benefit from having a mechanism that 
allows them to experiment with different degrees of 
order display. A large part of market Impact from an 
order Is that other participants win the same interest 
see the order and then adjust their prices accordingly. 
Thus, if investors are given the abiSty to screen out 
these parties, they will likely submit and display larger 
orders to market participants due to the Tower market 



impact This will, in turn, Increase liquidity and make for 
a better market place. 

[0018] The present Invention allows a buyer or 
seller of an asset to choose what portion of the audl- 

5 etice in an electronic marketplace will see the order. As 
used herein, an asset is defined to be any financial 
asset (stock, bond, futures contract, forward, option, 
any other security, currency, commodity or other finan- 
cial asset), tangible asset (such as a precious metal, 
io art. or property), any non-financial commodity (such as 
voice or data communication, which Is typically by band- 
width) or Intellectual asset (such as information or serv- 
ices), or electric power. The examples in this document 
will generally refer to the trading of securities. As used 

is herein, an order is defined to be any indication of inter- 
est or a firm commitment to buy or sell an asset. The 
Invention allows the Investor a great deal of flexibility in 
how aggressively his order is marketed to other partici- 
pants. For Instance, if there is a seller of a security, this 

so seltercan choose among numerous options as to which 
other participants will see this interest (the order). 
[0019] The prBSBnt Invention allows the Investor to 
specify many levels of aggressiveness. In certain exist- 
ing markets a participant can choose to show his order 

25 to everyo ne (maxim ally a ggressive ) or, In other markets, 
lo show this orderto no one (maximally passive). These 
markets do not take advantage of past trade data, which 
can be used to empower investors to have many 
choices for display of their order. For example, the 

30 present Invention allows a seller to choose from among 
various audiences to display his order. Examples 
include, but are not limited to, (1) onfy showing his order 
to likely buyers, or (2) showing his order to everyone In 
the system with the exception of other sellers. These 

J5 ere examples of dynamic criteria that result In visibility 
groups that change based upon the actions taken by 
various users in that and related securities. 
10020] The present invention allows Investors to 
experiment with various audiences and discover what 

*o results in the best and easiest transactions with minimal 
market Impact cost. The present Invention applies to a 
network of computers where participants have the abil- 
ity to customize which other computers In the network 
have access to the participant's buying or selling inter- 
ns est (ordBr). 

[0021] In the present invention, each time an inves- 
tor enters an order to buy or sell a given quantity at a 
certain price, a display variable for selecting a visibility 
group Is entered This display variable influences or 

so controls which other users see this interest (order). 
ThU3, only the designated participants will know of the 
existence of the order. 

[0022] Therefore, the method and system or this 
invention allow the userto have control of the marketing 
ss of his position. This is different from marketing In the tra- 
ditional arena of consumer marketing. Markedng is dif- 
ferent In conjunction with the trading or assets because 
it Is not in the Interest of the user to show his order to 
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certain other investors. An example of Uii3 is as follows: 
it investor A is a seller of a security, does A have any- 
thing to gain by showing his order to Investor B, who Is 
also a seller? The answer is probably no, since it is 
known that a trade will not occur as a result of A show- 
ing his order to B. The only possible result Is that B will 
change the price at which it sells so that B wiO become 
a more aggressive seller and adversely Impact A. 
Because A is aware of this, A will tend not to show its 
selling order to the marketplace. This hfnders the liquid- 
ity of the entire market Thus. If A Is able to control the 
display of his selling order, A and other participants, will 
be more inclined to display their actual Interest, which 
will be to the benefit of the entire market 
[0023] In the present invention, the entered order 
may still result In a trade with non-designated partici- 
pants, subject to various restrictions, such as a mini- 
mum size requirement. The usersete this minimum size 
at the time of the order through an additional parameter. 
This parameter sets a minimum trade amount that is . 
required for a non-designated viewer to be malched 
against the order. This feature Is needed to protect the 
Investor from non-designated users "fishing" for invisible 
orders by trading very small size orders. For example, a 
seller might designate that he would like to sell S6 mil- : 
lion face value worth of bonds^"a'prici~6T 1 OOrtd dis- 
play the offer (order) only to likely buyers, and that the 
seller needs a minimum of $1 million for the transaction 
In order to trade with a user not designated as a likely 
buyer. Thus, another seller could not enter a bid for a : 
very small amount of bonds (say $10,000) and find that 
there is a seller at 100.) (As used herein, the minimum 
size requirement for an order is defined to be the mini- 
mum size trade that the participant entering the order 
requires for his order to be matched with orders from : 
other users that are not In the participant's visibility 
group. It should be noted that this minimum size requ're- 



have access to the order. Further databases, order 
matching and definitions of vtetolllty groups are 



Is visible to the participant who submitted the opposing 
trade being considered for a match. 
[0024] In the event that two orders overlap (the bid 
Is hlgherthan the offer) due to one (or both) participants' 
lack of visibility, then the system may resolve the situa- 
tion In numerous ways, Including offering a price 
Improvement to both of the investors involved. 
[0025] A network for one system to implement the 
present Invention Is illustrated in Figure 1. A system 20 
has a web server 22, which works through the Internet 
for connection with user browsers such as 24, 26 and 
28. The present invention utilizes several data files 
including an order history database 30 and a trade his- 
tory database 32 which are connected to the web server 
22. A dynamic order matching system 34 is Included In 
the system 20 for dynamically matching orders that are 
entered Into the system 20, and for controlling display of 
these orders on web browsers 24, 26, and 28. The sys- 
tem 20 enables users to place orders (buy or sell) 
through their web browsers and specify a visibility group 



[0026] The dynamic order matching system 34 
Includes an order processor 35 that Is connected to the 
web server 22. The processor 35 is furtherconnected to 
a limit order book 36 and a visibility group manager 37. 
A display filter 38 is connected to thB limit order book 
36, the visibility manager 37 and to the web server 22. 
The function of the display filter SB is to Insure that a 
given order Is made available only to the participants in 
a selected vfefoility group. Therefore, it Is responsible for 
constructing the complete list of visible orders for each 
user 

[0027] The limit order book 36 Includes specific 
orders 36A. 36B, 36C. 36D and 36E. Visibility groups, 
which are designated sets or participants, are included 
In the vbtollity group manager 37 as 37A, 37B. 37C and 
37F. Order 36A Is associated with visibility group 37A, 
order 36B Is associated with visibBity group 37B and 
both of the orders 36C and 36 D are associated with the 
visibility group 37C. Order36E is associated with visibil- 
ity group 37F. 

[0028] The order database 30 and trade history 
— aitabase 32 anTfurther coupled to thenimlt order book 
36. 

[0029] The dynamic order matching system 34 and 
Its Included components, together with the databases 
30 and 32, can be Implemented In either a single 
processing system or a distributed system of proces- 

[0030] The system 20 is further described In refer- 
ence to Figure 2. The visibility group manager 37 
includes the visibility groups 37A. 37B, 37C, 37D. 37E 
and 37F. Visibility group 37Fls the composite of visibility 
groups 37D and 37E. Figure 2 shows apparatus for the 
generation and updating of the visibility groups. 
[0031] The production of the specific visibility 
groups is described in reference to Figures 2 and 7. 
Referring to Figure 2, visibility group manager 37 and 
an analytics manager 39. The group manager 37 
includes independent visibility groups 37A, 37B and 
37C. Group 37F Is dependent upon two individual 
groups 37D and 37E. 

[0032] Group 37A represents a static group that is 
never updated or changed. Therefore, It does no! need 
an analytics engine for maintenance. An example of 
group 37A Is a single specific buyer who recently pur- 
chased a market security In a specific trade, at a price 
such as 102.5. Such a group is maintained until specifi- 
cally cancelled. 

[0033] The group 37B Is a list of curren t sellers and 
this group is updated continuously by an analytics 
engine 39A The analytics engine 39A continuously 
monitors the updates to the limit order book 36 thereby 
generating a continuously updated list of current sellers, 
which Is stored for the group 37B. 
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[0034] Group 37C represents a defined groupcom- 
prislng the three most likely buyers for a given security. 
This is calculated by the analytics engine 39B. The 
determination of these likely buyers can be based on 
many factors hduding current orders, past trade history 5 
and past order history. In addition, this determination 
may be based on the same information for similar secu- 
rities. All of the buyers must be continuously ranked in 
order to determine the three most likely. The analytics 
engine 39B receives Input from the limit order book 36, 
order history database 30 and trade history database 
32. The analytics engine 39B also generates an identifi- 
cation of the participants In a visibility group 37D com- 
prising the top ten likely buyers. 

[0035] An analytics engine 39C utilizes data from a 
customer Information database 31 for Identifying the 
participants In a visibility group 37E, which In this case, 
is defined to be all participants who ere not classified as 
hedge funds. Group 37F Is defined to be the vtsbllrty 
group comprising those participants who are members 
of both group 37D and group 37E — in other wands, the 
set of participants who are among the top ten likely buy- 
ers, but are not hedge funds. 

[0036] As shown, the independent visibility groups 
can be com bined In any pattern to produce addition al 
visibility groups that can be selected by a user when an 
order is submitted. A user may further select any 
number of vlsibGity groups to provide a broader distribu- 
tion for his order. 

[0037] The present invention defines a plurality of 
visibility groups based on specific criteria that are 
applied to each of the participants. Visibility groups can 
be defined In many ways. These criteria can be dynamic 
or static. As used herein, static criteria are defined to be 
those criteria that define a set of participants, wherein 35 
the set Is based on the Identity of the participants. This 
could include, for example, whether a participant is a 
mutual fund, or whether the participant was involved in 
a specific order or trade. As used herein, dynamic crite- 
ria are defined to be those criteria that define a eet of *o 
participants, wherein the set Is subject to change as a 
result of factors Including the behavior and actions of 
participants. These behavior and actions can Include 
any current or past orders, trades, or Information 
requested for that security or similar securities by that <s 
participant or other participants. 

1) All buyers (sellers) with orders currently In the 
system. This Is an example of a dynamic criterion. 

2) Any Dkely buyers (sellers), which is an example so 
of a dynamic criterion, These likely buyers (sellers) 
may not be currently represented in the market, but 
given recent trade history, they are deemed to be 
likely participants in a new transaction. An investor 
(system user) can also view how many users this ss 
group includes, and if this number is thought to be 

too large, then the Investor can specify how many 
likely buyers should be able to view his order. For 



example, if the system indicated that Ihere are 12 
likely buyers, then the user could request that his 
order only be shown to the 5 most aggressive of 
these likely buyers. 

The ranking of likely buyers (or sellers) can be 
done by a number of means. These include: 



the system of the present Invention determines who 
Bre "likely buyers.' It is then up to thB user whether 
he will show his order to this entire group. The sys- 
tem specifies how many participants are In each of 
the defined groups. 

3) The most recent buyer (seller) In a given security. 
This is an example of a dynamic criterion. As new 
trades occur the most recent buyer (seller) 
changes. A further extension of this dynamic crite- 
rion would be to include any buyer or seller of a 
given security within a defined time period (I.e. the 
past month) or any buyer or seller within a time 
period at a certain minimum price level. 

4) The buyer (seller) In any specific past trade. This 
is an example of a static criterion. Illiquid securities 
sometimes only trade once a week or less. So, it is 
unlikely that participants will have their potential 
interest represented in the system at ell times. 
Therefore, a potential seller (buyer) may want to 
look at past trades and contact specific partici- 
pant's) from these pasttrade(s). Each part'cpant in 
a past trade can be Identified by a user and 
assigned a nickname such that the user can identify 
them. An example would be if the user defined 
ihem as "buyer fro m August 1 o ,hr so that they could 
then designate to show future orders to that person 
The user would not know the real Identity d! the par- 
ticipant to whom he Is showing the order. In addi- 



(a) Keeping a record of past trades and using a 



past participants are Dkely participants now. 
For example, if participant A bought Ford Motor 
8% bond of Nov 2005 at a spread of 55 basis 
points over the equivalent Treasury Bond two 
weeks ago, A is more likely to be a buyer of 
these bonds today if the spread of the offer 
price Is at 60 over Treasuries than 50 over 
Treasuries (since 60 Is a more attractive yield 
than the previous purchase), 
(b) Link similar securities such that a buyer of 
one type of security Is likely to be a buyer of 
similar securities. In the example above, if 
Instead of having a new offer In the Ford Motor 
8% of Nov 2005, there Is en offer In the Ford 
MDtor7.5% of Jun 2005 at the same spread of 
55 bas is point s ove r Treasuri es. Despite the 
fact that participant A has not yet purchased 
this bond he could be deemed to be a likely 
buyer since the two securities are so similar. 

of various ways In which 
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iion, a group of several participants In past trades 
can be formed in a similar manner. 

5) All participants with the exception of current or 
likely sellers (buyers), which Is a dynamic crterion. 
This allows an Investor (participant) to reach a wide s 
audience, but to avoid showing its order to other 
investors with the same interest This is potentially 
useful, since indicating one's sell order to other 
likely sellers may cause these other sellers to 
become more aggressive in their own order, result- 10 
Ing In adverse market impact 

6) The size of the other Investor, which is a dynamic 
criterion. Active participants in a given security can 
be classified by the amount of volume that they are 
trading in a given or similar security. This allows is 



order that is large In the context of the current mar- 
ket For example, if an investor wants to sell $20 
million of a given bond and would like to make tha 
trade In as few pieces as possible, this Investor so 
would probably not want to show this order to an 
investor that tends to trade no more than $1 million. 
This variable gives the investor this flexibility. 

7) Investor type, which is a static criterion. In each 
market, there are different types of investors that ss 
trade". Examples include' mutuaTTulTdsTliension 
funds, hedge funds, and hanks. Investors may have 

a preference as to which audience has access to a 
given order, so an Investor can specify the partici- 
pants that meet any one particular criterion. x 

8) Investor behavior, which Is a dynamic criterion. 
These criteria will take tha form of a rating as to the 
reliability of a particular participant For Instance, an 
Investor might not want to show a large order to a 
participant that has a history or not trading or can- 35 
cellng their order when shown large orders. These 
criteria give users that flexibility. 

9) Any combination of above. For example, only dis- 
play to likely buyers that also trade large size. A 
second example is displaying only to mutual (unds, «J 
excluding a selection of particular participants Iden- 
tified by particular past trades visible in a history, 
which is a combination of static criteria. 

10) Any other characteristic which an investor 
deems useful in the description o( the audience that *s 
he would like to target for his order. 

[0038] An Important aspect of the present invention 
is the selective display of bids and offers to participants 
(users) In a market system implemented as shown In so 
Figures 1 and 2. 

[0039] The market shown In Figure 3 Is for one par- 
ticular security, such as one specific bond Issued by a 
corporation. In the example shown In Figure 3, the mar- 
ket for the Ford 7.5% of 2008 bond will be used. This Is 55 
merely an example, and the invention is by no means 
limited only to the trading of bonds. The potential areas 
of application for this Invention include the trading of all 



assets. In this example, there are 10 participants that 
are currently viewing or entering orders in the market for 
this bond. In order to keep this example simple, it Is 
assumed that no investor enters a display vlsibilSy 
group (criteria) that involves a participant or firm type 
criteria (static criteria), although orders of this type are 
possible. Instead, the example In Figure 3 focuses on 
dynamic criteria and the impact of new trades and 
orders on these criteria. 

[0040] For this example, the 10 participants in the 
market for the Ford Motor 7.5% bond of 2008 are the 
participants A ihrough J. in the described example, 
there has been no trade on the current day for the Ford 
bond, but for our example, yesterday E purchased $5 
milEon in bonds from I at 100. So. despite tha fact that 
participant E has no Indication In the current market for 
the bond, the system still deems this participant E to be 
a likely buyer. 

[0041] It should be noted that each participant Is 
classified as a likely buyer, a likely seller, or neither for 
each security. Users can enter both buy and sell orders. 
However, a given user will generaSy not be classified as 
a likely buyer and a likely seller simultaneously- 
Depending on the side on which they are more aggres- 
sive, they will be classified as either a likely buyer or a 
likely seller.~rrratfaTtIon.~a user is not usually classified 
as a likely buyer or likely seller unless the user either 
recently traded the security [or a similar security), or Is 
currently working an aggressive order in the security 
(this depends on the specific security). These rules are 
In place to prevent users from trying to abuse the sys- 
tem in order to extract information that other users do 
not want them to have. An example Is a likely seller of a 
security who was Intending to work his order via another 
markel system but wanted 1o discover the activity ol 
other sellers within this system. This user could pretend 
to be a buyer in order to find out what other sellers 
existed. This user could then quickly cancel his buying 
order after he had uncovered the desired information. 
Thus, tha system requires that the buyer leave an order 
that has a reasonable chance of being filled for some 
period of time before the buyer gains access to the sell- 
ing list In addition, the system polices abusers of the 
system. Thus, If a particular user has a tendency to sub- 
mit orders lor a short period of time and then cancel 
them, this user will be given a warning and may not gam 
access to the other side of the market when he Initially 
submits an order. 

[0042] In addition, as mentioned above, when a 
user sets an order, the user has an option of declaring a 
minimum size requirement, below which he will not 
trade with a user that is not designated to see his order. 
This Is a second safeguard to prevent sellers (buyers) 
from entering a very small buy (sell) in the bond in order 
to find out if there Is another seller (buyer) at a lower 
price that Ihey cannot see. In this example, all users 
chose $1 million as the minimum size that they would 
not trade with a user not designated to see their order, 
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unless that user's order was for at least $1 million worth 
of the security. 

[0043] The participants in the market shown In Fig- 
ure 3 are designated as A. B, C. D, E. F, G. H, I and J. 
The participants A. B. C and D are buyers and the par- 
ticipants I, H, G and F are sellers at a particul 
Participants E and J are neither buyers nor s 



The participants in Figure 3 are classified 
o predetermined criteria such as described 
above. These criteria include: 

(A. B. C. D. E. F, G. H. I and J). [62] 



1 . All except Skety or current buyers (F, G, H. I, 
J). [64] 



2. Likely sellers (F, G, H, I). [66] 

3. Most recent seller (I). [68] 



4. All except likely orcurrent sellers (A, B. C, D, 
E.J).[70] 



5 Likely buyers (B , C, D, E). [72] 

6. Top three likely buyers <C, D, E). [74] 

[0Q4S] Each participant is examined for each crite- 
rion and a notation is made as to whether or not the par- 
ticular criterion Is applicable to a particular participant. A 
participant can meet more than one criterion. The par- 
ticipants who qualify for each criterion are listed above. 
[0046] All of the participants that have a common 
criterion are designated as a visibility group. For exam- 
ple, the participants F. G, H. I and J comprise the visibil- 
ity group 64 for the criteria "All except likely or current 
buyers." A visibility group such as 68 may have only one 
participant such as I for "Most recent seller.* A further 
example of a visibility group is the set of participants B, 
C, D and E for 'Likely buyers', which Is group 72. 
[0047] When a user of the present system submits 
an order (buy or sell), that user also selects one ormore 
visibility groups for designating the participants in the 
market who will receive and view the order. The visibility 
group can be selected when the order is entered or may 
be selected In advance for a particular user and secu- 
rity. Thus, only the participants in a visibility group will 
see an order having that visibility group selected. Users 
are provided access by either allowing them to request 
information that has been posted, such as at 8 web site, 
or the Information can be transmitted directly to the 
user's computer through a communication system such 
as the Internet or a data communication link. 
[0048] Referring to Figure 3, there are shown col- 
umn headings "Visible Bids' and "Visible Offers." The 
bids and offers in these columns are visible to the par- 
ticipant identified horizontally to the left. 



[0049] In Figure 3 buyer A has a bid 42, buyer 8 has 
abid 44, buyer C has a bid 46 and buyer D has a bid 48. 
On the seller's side, seller I has an offer50, seller H has 
an offer 52, seller G has an offer 54 and sailer F has an 
offer 56. 

Each bid and offer has two elements. The 
first te the dollar amount per unit, which Is 99 for bid 42 
and the second element is the size of the Hd, 
$2,000,000 In this example forbid 42. Bid 44 Is for 99.75 
■ (dollars) per unit and a size of $3,000,000 forthe secu- 
rity. Likewise, the offer SO Is an offer to sell at 100.125 
(dollars) for a total $5,000,000 transaction. 
[0051] Further referring to Figure 3, the buyer A has 
selected the visibility group 62, which Is "All partici- 
pants.' Thus, the bid 42 is provided to each of tha par- 
ticipants in this market as shown under the column 
Visible Bids. Also, each order is provided for display to 
the participant who submitted the order. 
[0052] The buyerB has order44 and this buyer has 
selected the visibility group 64, which Is defined as "All 
except likely or current buyers." This consists of partici- 
pants F, G, H, I and J. Thus, these participants also 
have access to view the bid 44. Buyer C has bid 46 and 
has selected the visibility group 66 for "Likely Sellers." 
The members of this visib ility croup are F. G, H and I. 
Thus, each of these participants receives the bid 46. 
[0053] The buyer D has bid 48 and has selected the 
visibility group 68 for 'Most Recent Seller.' Thus, only 
the participant I. other than D himself receives the bid 
48. 

[0064] A buyer can Bkcwfcse select more than one 
visibility group and access to his bid is then made avail- 
able to each of the participants in all of the selected vis- 
ibility groups. 

[0055] The distribution of offers by the sellers is 
conducted In the same manner. Seller I has offer 50 and 
has selected visibility group 74, thereby making his offer 
50 available to the participants C, D and E. Participants 
C, D and E are considered to be the "Top 3 likely buyers' 
based on their currant bids and recent trade history. 
Seller H with offer 52 has selected the vtefclllty group 72 
for 'Likely buyers" such tha his offer is provided to the 
participants 8, C, D and E. It should be noted that 
despite having a bid at 99, participant A Is not classified 
by the system as a 'Likely buyer." The reason is that a 
price of 89 is not competitive relative to Hie current mar- 
ket In this security. 

[0056] Investor E. who yesterday in this example 
purchased $5 million at 1 00, does not currently have an 
order In the system, but the system still treats this par- 
ticipant as a potential buyer. In fact, this participant is 
deemed to be second most aggressive of the likely buy- 
ers currently. The method used to decide where to rank 
likely buyers depends on the individual security. In this 
case since E paid 100 yesterday, he Is considered to be 
less aggressive than the current 1 00 buyer, but ahead of 
the 99,875 buyer. In this example, It Is assumed that all 
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from the last trade. 

[0057] Seller G, with offer 54, has selected the visi- 
bility group 70 so that his offer is provided to participants 
A, B, C, D , E and J. The seller R having offer 56, has 
selected the visibility group 62 for "All participants" 
thereby submitting his offer to all participants In the mar- 
ket shown in Figure 3. 

[0058] Finally, Investor J has expressed no Interest 
In this security and Is therefore regarded as neutral. 
Thus, investors A-E are deemed to be buyers, F-J are 
sellers, and J Is neutral. 

[0059] A significant aspect of the present Invention 
is that each participant can see a different market for the 
same security. For example, the market that participant 
A sees is shown in Figure 3 in the first row under the col- 
umn headings Visible Bids and Visible Offers. The mar- 
ket that participant A sees Includes the best bid of $2 
million at 99 and best offer of $4 million at 100.375. At 
the same time, a more aggressive buyer, such as partic- 
ipant D, sees an entirely different market because D Is a 
"Likely Buyer* in Figure 3. Participant D sees a market 
of best bid of $5 million at 1 00 and a best offer of $S mil- 
lion al 100.126. Thus, because of participant D's 
aggressive bid. D sees more offers than A. This aspect 
of the present invention allows each participant to 
" potenlfallyseea dlrteYihTrfarlwfln uie"ssrne security, in - 
contrast, previous market mechanisms result In al! 
investors seeing the same market for a given security. 
Thus, the present invention allows investors to decide to 
whom to show their orders. If all investors were to 
choose to show their order eKherto all other investors or 
to no investors, then all participants would see the same 
market. Thus, the present system results in unique mar- 
kets for each participant when other participants choose 
to select visibility groups. 

[0060] In both of the columns. Visible Bids and Vis- 
ible Offers, the orders are organized left to right from 
lowest to highest. All of the visible bids and visible offers 
correspond to the Illustrated buyers" bids and sellers' 
offers. 

[0061] Each user (Investor) order contains certain 
Infoimatkm for the security to be traded. This includes 
(1 ) the identity of the security, (2) the per unit price of the 
security, (3) the total amount of the security to be 
traded. (4) the selected visibility group and optionally (5) 
the minimum trade size requirement. As noted above, 
the visibility group can be selected for an order at the 
same time the order is submitted to the system or it may 
be designated with the system in advance of the order. 
[0062] Referring to Figure 1 , upon entry of an order, 
the user's web browser immediately transmits this order 
to the order Information history database (for accurate 
record-keeping) as well as to the dynamic order match- 
ing system. The steps Involved In the processing of a 
new order are described In reference to Figures 4, 5, 6A 
and 6B. 

[0063] All of the orders submitted Into the system of 
the present invention are maintained In a limit order 



book 36. The information for each order is maintained in 
this book for each security. Whenever a buyer's price 
meets a seller's price (subject to the minimum stee 
requirement mentioned above), a trade Is completed. 

s After this, the relevant databases are updated and the 
filled portions of orders are removed from the order 
matching system and users are notified via their web 
browsers. Whenever the size of matching orders does 
not coincide, the lesser amount is traded, which is 

to termed the filled portion of the order, andthe remainder 
Is maintained as a current order. 
[0064] The order book 36 is maintained for each 
security listing each of the bids and offers Including the 
participant making the order. The order book for the 

is security shown In Figure 3 is shown below in Table 1 



BIDS 



100x5 

99.875 X 
99.75x3 
99X2 



OFFERS 



100.125x5 
100.125x4 
100.375X4 
100.5x2 



[0065] The buy (bid) column is listed In descending 
order and the sell (cider) column is listed in ascending 
order from top to bottom so that the most favorable 
prices are at the top. When there Is a change in a bid or 
offer, the listing Is resorted to place them In this sequen- 
tial order. 

[0066] An order Is deemed to be "visible* for those 
participants who have received the order or have 
access to it, and is deemed to be "Invisible" for all other 
participants. In certain cases, order matching is per- 
formed differently for visible and Invisible orders. For 



that are mutually vtefcle. Subsequent examples in this 
description referto various methods bi which visible and 
Invisible orders can be matched with each other. 
[0067] The method of the present invention results 
in different users seeing different markets for a given 
security. Therefore, usere can also see different prices 
for their best bid and offer should they choose to either 
sell at the bldslde or buy on the offerside. Forinstance, 
if other users choose to limit the display of their order, 
then a likely buyer will see a different market in a given 
security than a likely seller would. In addition, as an 
investor makes the system aware of his order, than the 
market that this investor sees In a given security may 
change. For Instance, If an Interested purchaser of a 
security has not yet entered any order in the system for 
this security (recently, I.e. In the past few days) then he 
will not see the offers from users that have requested 
thBt their order only be shown to likely buyers. Hence, 
as soon as the buyer inserts his order, he may see 
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some offers that he had not previously seen. Therefore. and at the same level of visibility the order entered ear- 

the system Is dynamic and encourages participants to tier Is filled first (I.e., similar orders are processed on a 

make their aiders available to the system such that they first-come, first-serve basis). 

can see all of the offsetting orders. TTius. It is In the [0072] Referring to Figure 4, at step 80, a new order 
Interest of jsers to Insert liquidity Into the system before 5 \s input by a user who is a participant In Ihe market for a 
taking liquidity out of the system. The system of the selected security. At step 82 the order Is stored in the 
present Invention creates a dynamic visibility market ordBr history database. Folowing step 82 is a question 
[0068] Inthe "actual market' (thatis, theentlre limit step 84 which determines If the remainder of the current 
order book without regard to visibility), trades occur order, which in the first Instance will be the entirety of 
when bid and offer prices overlap, so long as minimum to the current order, can at least partially be fulfilled 
size requirements are met. Price Improvement may also against visible orders In the limit book. The limit book, 
occur. Each user {for example, userX) sees a different, as noted above. Is a file of all orders for a particular 
individual market of visible orders (the "UserX marker)- security, including both visible and invisible orders. VTsi- 
The best bid-offer spread In the User X market will be at b!a orders are those orders which are displayed or avail- 
least as wide as the spread In the actual market, and in is able to certain participants as a result of a participant 
most cases, wider. designating a selected visibility group for an order. 
[OOSO] A question which arises Is whet ehould hap- [0073] If the response to question step 84 Is yes, 
pen if user A enters an order that results in a match in entry is made to step 86 in which the amount of the 
user A's market, but also results in a better match (one order is decreased by the amount of the match and the 
with more overlap and room for price improvement) In so matched order is likewise decreased. At step 88, the 
the actual market. If, for example, user A were a buyer, order history database Is updated to reflect this transac- 
thls would occur if the most aggressive seller in the sys- tion. Similarly, at step 90, the trade history database Is 
tern had not designated user A to see his offer. There updated to reflect the transaction 
are several methods that can be used to resolve this [0074] Upon completion of step 90. entry is again 
problem . However, t he presen t Invention is not limited to fs made to question step 84. If the answer at question s tep 
any one of these methods. 84 is no, entry is made to question step 92. In step 92, 
[0070} One method for resolving this problem is an examination is made against all orders in the limit 
presented as follows. When user A enters a new order, book to determine if at least a part of this order can be 
first the system checks to determine if there Is a match Sled. Since step 92 is matching against all orders, an 
In user A's market. If there Is a match, then this trade is ao order can only be filled If the minimum size require- 
completed (with price Improvement when applicable). II ments of the two orders are met If the answer at step 92 
there is no match in user A's market, then the actual Is yes, entry Is made to step 96 wherein the amount of 
market is checked for a match. Any match In the actual the current order Is reduced against the matched order, 
market must be for a trade size that Is greater than or Next, the order history database Is updated In step 98 
equal to the minimum size requirement set by the partic- 35 and the trade history database Is updated si step 100 
Ipant (counterparty) with which user A Is matching. followed by a return to the question step 92. 
Again if a match exists then a trade occurs. The implica- [0075] If the answer to question step 92 is no, entry 
tion of this method Is that if user A responds to an order Is made to question step 95 to determine if all of the 
in user A's market that results in a trade, then user A order has been filled. If yes, entry Is made to a step 1 14, 
does not access the rest of the market for price improve- <o which is described below. 

ment. This may appear to be non-optimal but there Is a [0076] If the answer at question step 94 Is no, entry 

reason to have the system work In this way. For exam- Is made to step 1 10 in which the visibility group desig- 

ple, if user B Is the best offer in user A's market at 100, nated by the user along with the new order entry in step 

and user C is the best offer in the actual market at 80 Is referenced to Identify the participants designated 

99.75, user C has chosen not to display this offer to user *s to receive the order. This is further described in refer- 

A. Thus, if user A responds to the offer that ha seas at ence to Figure 7. In step 1 12. the unfilled portion of the 

1 00, then user C should not get access to this trade, order is added to the Hmft order book and is associated 

because he made a choice not to display his 99.75 offer. with the identified participant and the selected visibility 

User B was providing liquidity by displaying his offer, group. Following step 1 12. entry Is made to step 1 14 In 

and therefore, since there Is another user willing to trade so which the limit order book Is resorted to organize the 

at this price, user B should be given the trade execution data stored therein In step 1 16. the appropriate anah/ti- 

at 100. This process Is described In detail In Figure 4. cal engines affected by any change In the limit order 

[0071] An order may be placed with a selected visl- book receive the resorted order book. Instep 118 all the 

bility group, and there may be a counterparty with a visibility groups are updated according to the operations 

matching order that Is not a member of that visibility 55 performed by the analytical engine for the visibility 

group. As shown in Figure 4, visible orders are filled groups. Instep 120, the market displays are updated for 

before invisible orders at the same price. Further, If two all users, such as shown In Figure 3 for all changes In 

counterparties have Identical orders at the same price Hie vislbiPty groups for Iha new ordar. Finally, entry fs 
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mede to step 124 for awaiting a new order input, which 
le then processed In step 80. 

[0077] A second method for resolving the subject 
problem results In the trade going directly to the Investor 
with the best price and the overlap is split This is shown 
In reference to Figure 5. In this method there is no need 
to first check it there is a match in user A's market 
Instead, with each new order the actual market (visible 
and invisible orders) Is checked for new matches. So, In 
the example above, if user A enters a 1 00 bid and user 
C has a 99.75 offer, these investors trade at 99.875, 
thereby splitting the price difference. The problem with 
this method Is that it doesrrt reward user B for making 
the visible 1 00 offer that user A decided to take (by sub- 
mitting a 1 00 bid). Thus, there is little Incentive forinves- 
tors to display their orders. This approach is less 
preferred to that shown In Figures 4 and 6. 
[0078] Figure 5 therefore deplete an alternative 
process to that shown In Figure 4. In Figure S the visible 
and invisible orders are treated equally. Referrlngto Fig- 
ure S, a new order is Input by the user in step 1 40. This 
order Is stored In the order history database at step 1 42. 
In a question step 144, an examination Is made to deter- 
mine if the remaining part of the order, or the entirety of 



orders In trieTrriif order book. Thismclud 



invisible orders. For any invisible orders, the minimum 
size requirement must be met In order for a trade to 
occur. If the response at question step 144 Is yes, entry 
Is made to step 146 for executing the match of the 
orders. The new order Is decreased by the amount of 
the matched counterparty order. At step 148 the order 
history database Is updated to reflect this transaction, 
and at step 150 the trade history database is updated to 
reflect the transaction, which Includes any price 
Improvement which took place. From step 150, entry is 
made back to question step 144. 
[0079] If the response at question step 144 is no, 
entry is made to a question step 145 to determine if all 
of the order has been filled. If yes. entry is made to step 
156. which Is described below. 
[0080] tf the response Is no to question step 146. 
entry is made to step 152 for obtaining the identification 
of the participants In the visibility group selected by the 
U6er along with the order Input. In step 154 the current 
order, the entire order or remaining unfilled portion, is 
added to the limit order book and is associated with the 
selected visibility group. At step 156 the limit order book 
is re-sorted. Proceeding to step 158, all analytical 
engines Involved with changes In the order book are > 
notified of these changes. In step 160. the visibility 
groups are updated and the analytical results produced 
by the analytical engines. 

[0081] In step 162 the market displays, such as 
shown in Figure 3, foraH users are updated accordlngto : 
the changes in the visibility groups as calculated to 
update and reflect the new order. The process termi- 
nates in block 1 64 to await a new order input and trans- 



it step 140. 
[0082] Figures 6A ani 
In which a match Is made for an order with a visible 
counterparty, but an Invisible counterparty has a better 
price. In this case, the participant with the new order will 
get price Improvement as a result of the Invisible partic- 
ipants order. However, the visible counterparty is given 
the opportunity (via Interactive prompting) to move his 
order to the less favorable price and complete the trade. 
If the visible counterparty refuses to do so, then the 
Invisible counterparty becomes the match for the new 
order. 

[0083] This method allows for price improvement for 
user A because of the lower offer In the actual market, 
but still gives user B the first opportunity to trade since 
user B provided the actual liquidity by showing the order 
that caused A to take action. In this mechanism, first 
user Ae market is checked, and if there is a match, then 
the actual market le still checked. If there le greater 
overlap In prices hi the actual market (subject to the 
minimum Size requrement), then this overlap Is split 
and the trade price Is set, but the trade Is not yet con- 
summated. Next, the best seller from user A's market Is 
given the option to improve his price and trade at this 
new level since it was his offer display th at led t o the 
i. since thB bid bTAIs 100 and 



C's offer Is at 99.75 and the overlap Is split, the trade 
takes plBce at 99.875. A la the buyer; the only question 
Is whD is the seller. B Is given the opportunity lo Improve 
to 99.875. If B decides not to Improve then C Is the 
seller and receives an Improvement to 93.875. 
[0084J Referring now to Figure 6A, a new order 
Input Is submitted in step 1 80 by a user. At step 1 82, the 
order Is stored in the order history database. Entry is 
then made to a question step 184 to determine if the 
remaining part of the order can be at (Bast partially filled 
against visible orders in the limit order book. If the 
answer to this Inquiry is yes, entry Is made to step 1B6 
(Figure 6B), which makes an examination to determine 
if there is a non-visible order that would result in a better 
match for the trade. In order for a potential match with a 
non-visible order to occur, the minimum size require- 
ments of both orders must be met. If so, entry Is mada 
to step 188, which sets the improved price to the mid- 
point between thB new order and the invisible order. 
From this step entry Is made to step 1 90 to make the 
Inquiry as to whether the visible counterpart will accept 
an opportunity to trade at a worse price - that Is, the 
midpoint price determined In step 1 BB. If the answer to 
this Inquiry Is yes. In step 1 92, the visible counterparty 
Is selected as a match for the order. If the answer in 
question step 190 Is no, entry Is made to step 194 In 
which the Invisible counterparty Is selected for the 
match. In either case, following steps 192 or 194, entry 
Is made to step 198 for decreasing the remaining 
amount of the new order and the matched order accord- 
Ing to the transaction completed as determined In steps 
192 or 1 94. Step 1 96 is also activated when the result of 
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the inquiry at step 1 B6 is no. entry is made into step 31 8 to produce the selected new 

[0085] Following step 196. the order history data- visibility group, which will be maintained in the group 

base is updated at step 198 end the trade history data- manager 37. Each analytics engine, which may be an 

base is updated at step 200 folfowed by re-entry to Independent program. In manager 39 produces one or 

question step 184 (Figure 6A). £ more visibility groups by selective use of data from 

[0086J If the response to the inquiry at question sources Including the order book36 and databases 30. 

step 184 is no, entry is made to a question step 210 31 and 32. 

which makes an examination to determine If the remain- [0092] What follows are three trede examples that 

lng part of the order can be at least partially filled each represents a continuation of the market shown in 

against all orders in the limit book. This is an axamina- 10 Figure 3. Since all of the visibility criteria in Figure 3 are 

tfon against invisible orders, since a check of visible dynamic, these examples exhibit some of the changes 

orders was made in step 184. If the response to the In vlsblllty groups that can occur with dynamic criteria 

question step 210 is yes. entry is made to step 212 to as a result of new orders or trades. Once thesechanges 

decrease the remaining amount of the new order as well ooeur, the orders associated with these criteria are dls- 

as the matched order according to the transaction. Fol- is played to the new visibility group, 

lowing step 212, the order history database is updated [0093] The first of thesB example trades is 6hOWn in 

at step 21 4 and the trade history database Is updated at Figure 8. Despite the fact that J has not entered any 

step 21 6 followed by a return to step 21 0. orders in Figure 3, J decides to lift the offer that J sees 

[0087] lftheansweratstep2lOisno, entn/ismade (thatls. he wil submit a Wdatthe same price and quan- 

to a question step 21 7 to determine if all of the order has » tity, to achieve an Immedate match). J buys $2 million at 

been filled. If the answer is yes, entry is made to a step 100.375 from G. G's new offer 55 at 1 00.375 becomes 

222 which Is described below. $2 minion, ratherthan the original S4 million. J leaves no 

[0088] If the answer to the inquiry in question step new order In the market. !n these examples, it will be 

217 is no, entry is made to step 21 8 to obtain the visiba- assumed that the matching algorithm detailed in Figure 

ity group for the new order, as submitted by the user 25 4 will be us ed unless otherMsejLQted. A fter this or any 

with the new order. In step 220, the unfilled portion of new order is completed all visibility groups are updated, 

the order Is added to the limit order book together with This results In the following changes to the various vlsl- 

the selected visibility group. The limit order book is bility groups described in reference to Figure 3, which 

resorted In step 222. In step 230, the limit order book affect various participants' new markets: 

data Is transferred to all relevant analytical engines {see 30 

Figure 2). In step 232, the visibility groups are all 1) J joins the likely buyer list 

updated accordingto the analytical processing for defln- 2) J also becomes one of the top 3 likely buyers, 

lng each of the visibility groups. At step 234, the dis- and C Is removed from this list 

plays for each user are updated according to the 3) G becomes the most recent seller, replacing I. 

changes In the visibility groups forthe new order. 3S 

[0089] The process Is completed at step 236 to 1) This results In the following groups after this 
await new order input at step 1 80. update (Figure B): 
[0090] Rgure 7 represents the process in which vis- 
ibility groups and analytics are established. This Is the 1. All participants (A, B, C, D, E, F, G, H, I and 
process of operation for the system shown in Figures 1 40 J). 

and 2. In step 310 the order processor 35 receives a 2. All except likely or current buyers (F, G, H, I), 

request for a visibility group, which Is included in an 3. Likely sellers (F, G, H, I). 

order. In question step 31 2 an examination is made to 4. Most recent seller (G). 

determine if there Is a matching visibility group already 5. All except likely or current sellers (A. B, C, D, 

undermanBgementofthevisibilitygroupmanager37. If <s E,J). 

the answerio the Inquiry in step 312 is yes, the existing B. Likely buyers (B, C, D, E, J), 

visibility group Is returned from the group manager 37 to 7. Top three likely buyers (D. E, J), 
the order processor 35. 

[0091] If the response at question step 312 Is no, [0094] Figure B shows the new market that results 

question step 316 Is entered to Inquire If the required so afterthls trade Is completed. As can be seen across the 

analytical engines in manager 39 are running for the top, the only change to the "actual marker from Figure 

selected visibility group. If the response to this question 3 Is that G's 100.375 offer is now for $2 million rather 

Is yes. entry Is made to step 31 8 to create a new vlslbll- than $4 million. However, there have been changes to 

ity group that is associated with the running analytical visibility groups as a result of this trade. These changes 

engine. However, if the response to question step 31 6 Is ss do affect the visible bids and offers oT several users, 

no, entry is made to step 320 to create an analytical [0095] J joins ttie top 3 buyer's list and now sees the 

engine for the requested visibility group and initiate real- same offers as D end E. J now has access to the 

time computations. After step 320 has been completed, 100.125 and 100.25 offers that J did not previously see 



12 




23 EP 1 081 

and now realizes that he could have traded at a better 
price had he first submitted a bid. As can be seen In Fig- 
ure 8 across the bottom row which represents partici- 
pant J's market, the best bid (42) that J sees is 99 with 
100.125 as the best offer (50). J no longer 6ees B's 5 
98.75 bid (44) since J is now designated as a buyer. J 
has no way of knowing If S cancelled this bid or whether 
J has been dropped off of the visibility list for this order. 
[0096] C now |olns B as only a 'Likely Buyer*, but 
not a Top 3 Likely Buyer", and therefore does not have 10 
access to I's 100.125 offer (50) any longer. C would 
have no way of knowing if this offer was canceled or 
whether he lost access to this order. User C could test 
whether I's offer Is still in the market by placing a 
100.125 bid of at least $1 mSlion that meets the size cri- is 
teria set by I. The market that C now sees is shown in 
Figure 8 by looking across the corresponding row. The 
best bid (46) that C sees is by C at 99.375 and the best 
offer (52) Is by H at 100.25. C could heeome one of the 
top 3 buyers again by bidding i oo or higher. so 
[0097] The last change is that user G is now the 
most recent seller. Thus, participant G now sees D's 
100 bid (48) while I no longer sees this bid. The new 
markets for participants G and I can be seen by looking 
at Figure 8 under Vlstole Bids and Offers in the rows as 
labeled G and 1. The market that user G now sees Is a 
beet bid (48) of 100 and a best offer (55) of 100.375. 
Meanwhile, I now sees a best bid of 99.975 and bast 
offer of 100.126. 

[0098] This example Illustrates that J would have ao 
gotten a better execution by lifting the offer after submit- 
ting a bid to the system. This is because Investors are 
likely to gain access to better markets by Informing the 
system of whether they are a buyer or a seller of a given 
security by submitting an order. So, alternatively J could as 
have submitted a 100 bid prior to lifting the 100.375 
offer. If J had done this then he would have been added 
to two new visibflity groups. Top 3 likely buyers" and 
"Likely buyers", and would have thus gained access to 
the 100.125 offer (50) of I as well as the 100.25 offer -to 
(52) of H prior to trading. Thus, an Investor Is rewarded 
for providing liquidity to the system. 
[0099] The second and third trade examples also 
continue from Figure 3. In each case, user H decides 
that he would like to be a more aggressive seller of this *s 
bond. We consider two scenarios. The first is that H 
moves his current sell order to the bid price in user H's 
market, or enters a $4 million sell order at 99.875. The 
second example Is that H moves his 100.25 selling 
order to 100 and Is therefore not taking liquidity out of so 
user H's market Thus, this results in an update to the 
actual market system. 

[01 0O] In the first of these two examples since H Is 
taking liquidity out of the system, H does not gain 
access to D's 100 bid since investor D has chosen to ss 
only display this bid to the most recent seller In an actual 
transaction, which Is currently I. This can be seen In Fig- 
ure 3 by looking at the row far participant H, which 
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shows that user H's market is 99.875 bid and 100.25 
offer. So. whereas D limits its own market Impact by only 
showing this order to one participant, D can also miss a 
trade if another user responds by transacting at another 
user's bid, which Is displayed to this user. Thus, H 
trades $4 million at 99.875 with C as the buyer. This 
transaction is then shortly thereafter displayed to other 
users. In this example it Is assumed that the trade is dis- 
played to all other participants. However, another 
embodiment of the present Invention (described below) 
allows each participant to choose which other users see 
his trade. 

[0101] The following changes happen to visibility 
groups as a result of this trade: 

1) H becomes the most recent seller, replacing I. 

[0102] Figure 9 shows the market after this trade is 
completed. H's 1 00.2S offer (52) In Figure 3 is no longer 
In thB system as shown In Figure 9. In addition. C's 
99.875 bid (46) in Figure 3 is now a bid (47) for only $1 
million In Figure 9. These changes can be seen in the 
"actual marker* after this trade In the top row of Figure 
9. The only visibility display that Is affected by this trans- 
action Is that of use r p. who I s showing his buying o rder 
only to the sellerln the most recent transaction. After 
this trade, the most recent seller Is no longer I and Is 
now instead H. Figure 9 In the row for participant H 
shows user H's market after the trade Is completed. The 
99.875 bid (47) of C b now for only $1 million, but D's 
1 00 bid (48) for $5 million appears in front of this now. In 
addition, the best offer is now offer 56 at 100.5 since H 
has no further offer at 100.25. The next lower row in Fig- 
ure 9 shows user I's market alter this trade Is proc- 
essed. From user I's perspective the 1 00 bid (48) of user 
D disappeared and the 99.875 bid (46) is only for $1 mil- 
lion. Unless user 1 inserts an order to sell at 100, he 
would have no way of knowing whether or not D's 100 
bid was still available. 

[0103] To better illustrate the exact mechanism 
used herein, refer again to Figure 4, which depicts a 
flow chart of the order processing steps used in this par- 
ticular embodiment of the invention. If user X makes any 
change to its orders, such as changing a bid or offer 
price or quantity, enters a new bid or offer, or cancels a 
bid or offer than first, a match is done in userX"s market 
to check for any overlapping trades. If there Is an over- 
lapping trade then this trade is crossed. If a portion of 
the order remains, there Is a query of any overlapping 
trades In the actual market. If any overlapping trades 
result the one with the greatest amount of overlap Is 
processed with ties broken by time priority. Finally, ana- 
lytics, visibility groups, and displays are updated. There 
are several reasons a display would change: 

1) The unfilled portion of user X's order will be 
updated on displays for participants who are in the 
order's visibility group. 
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2) Any order that matched user X's order will be 
decreased or removed from displays of participants 
who were viewing that order. 

3) User X may be reclassified Into or out of other 
visibility groups, thereby affecting user X's view of s 
other outstandfcig orders. 

4) Other users may be reclassified into or out of 
olhervislbllity groups, thereby affecting thelrvlew of 
other outstanding orders. 

[0104] Alternatively, if the method of Figure 6 is 
used, trie trade lhat occurred In this example would 
have instead taken place at 99.9375 (the middle of the 
overlap of 100 and 99.875). User C would be given the 
first choice to improve to this level and take the trade. If is 
user C did not elect to take this trade then user D would 
get this price improvement In the trade. 
[0105] Hie third trade example is if H decides to 
change its selling order to 100 from 100.25. This is 
order 51. The Intermediate result right after this order Is so 
processed is shown in Figure 10 (which is shown for 
explanatory purposes only; the actual limit order book 
would not actually hold the matched trades). As can be 
seen in the row for participant H, there is no match in 
user H 's ma rket which Is the first step outli ned In F ig ure K 
3. This is because the beet bid in user H's market is bid 
46 at 99.875 while the best offer is 100 (as shown In the 
row for participant H In Figure 10). However, there Is a 
match in the 'actual marker which is queried next 
according to the process shown in Figure 4. This Is 3D 
shown In the top of Figure 10 with the link between D's 
100 bid (48) and H's 100 offer (51). Thus this trade 
occurs for $4 miBion In bonds. 

[0106] The result of this trade to the visibility groups 
is that again: as 

1) H becomes the most recent seller instead of I. 

[0107] The "actual marker after this trade is shown 
across the top row In Figure 1 1. The changes are Uiat « 
Ks sell order at 1 00.25 Is no longer In the system and D 
now only has $ 1 million bonds left to buy at 1 00 (new bid 
49). H is now the most recent seller and is displayed D's 
remaining buy order 49. In addition, D's remaining buy 
order is no longer visible to 1. The market far user H is <s 
shown in Figure 1 1 1n the row for participant H. The best 
bid Is bid 49 at 100 for only $1 million. The best offer 
(56) is now at 100.5 since H has no further sellng Inter- 
est. The new market for user I is shown In Figure 1 1 In 
the row for participant I. The best bid for I Is now 99.675 so 
(bid 46} as D's remaining $1 million bid (49) is no longer 
visible to I. 

[0108] A further aspect of the present Invention Is 
the providing of the access to an orderto select a partic- 
ipant after the order has been received. This process Is 55 
described in reference to Figure 12. A new order is input 
at step 400 and this order is stared in the order history 
is step 402. In question step 404, an Inquiry 



is made to determine if ttiB remaining part of the order 
can at least partially be filled against visible orders In 
the limit book. If the answer at step 404 Is yes, entry Is 
made to step 406 to decrease the remaining amount of 
the new order as well as the matched order. This Is the 
consummation of a trade. Next, at step 408, the order 
history database Is updated and at step 410 the trade 
history database Is updated. Subsequently, entry is 
made back into the question step 404. 
[0109] If the response to the question step 404 is 
no, entry Is made to a question step 412 to determine If 
the remaining part of the order can be at least partially 
filled against all orders in the limit book. If the answer to 
this inquiry Is yes, entry Is made to the stop 414 to 
decrease the remaining amount of the new order as well 
the matched order, thereby consummating a trade. 
Next, the order history Is updated In the order history 
database at step 416 and In the trade history database 
at step 418 followed by re-entry to step 412. 
[0110] If the response at question step 412 Is no, 
entry is made to a step 420 to add the unfilled portion of 
the order to the limit order book and to associate it with 
a visibility group as specified with the order or as previ- 
ously specified for this order and participant 
[0111] In the next step 430, the l imit or der book Is 



[01 1 2] At step 432 all of the participants are classi- 
fied according to the existing criteria In Ihe system. 
Each participant that meets a particular criterion is 
tagged for that criterion. 

[01 13] At step 434, a first order In the nmit book Is 
examined At step 436. the first participant for this order 
Is examined. From step 436 entry Is made to a question 
step 438 to determine If the current participant is classi- 
fied with the same criteria as the order which was 
received at step 400. If the response Is yes, entry Is 
made to a step 440 to make the order available to this 
participant, either for access or direct transmission to 
this participant. If the response at question step 438 Is 
no. entry is made to step 442 for the purpose of not dis- 
playing this order to that participant. 
[011 4] Following steps 440 and 442, entry Is made 
to a question step 44B to determine if ihe last participant 
tor the order has been examined. If the response to this 
inquiry is no, entry Is made back to the step 436 to 
examine the next participant for this order and repeat 
the process to determine If this participant forlhls order 
meets the criteria for the received order. The process Is 
continued to question block 446 until the last participant 
for this order Is evaluated. At this point, the response Is 
yes an entry Is made to question block 448 to determine 
If the last order has been examined. If the response Is 
no. entry Is made back to the step 434 to repBat the 
process for each participant for the next order. After all 
participants for all orders have been evaluated and a 
display has been made avalable to those that meet the 
correct criteria, the yes exit is taken from question step 
448 to an end step 450. 
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[01 1 5] The process shown in Figure 1 2 differs from 
thai previously described for the visibility groups in that 
each participant Is examined for the correct criteria 
associated with an order after that order is entered, 
rather than generating a complete vtetollity group as 
changes are made for the visibJity groups. 
[0116] The visibility groups previously discussed 
were based upon certain criteria associated with facts 
pertaining to a participant However, these criteria may 
also refer to specific participants, or groups of partici- 
pants, which can be chosen by the user submitting an 
order. The Identity of these participants remains anony- 
mous to the user, who may select such participants by 
Identifying particular visible orders or trades available to 
him through the system. Individual participants or 
groups of these participants are assigned "labels" for 
reference In specifying visibility groups on future orders. 
These visibility groups, of course, may simply consist of 
anonymous participants a user has chosen. Alterna- 
tively, the visibility groups might reference anonymous 
participants in a more complex way (e.g., a visibility 
group consisting of all likely buyers except for a selected 
anonymous participant). 

[0117] Referring to figure 13A. at a step 458, the 
user selects a visible order such as, for example, order . 
42 in Figure 3. This selection might occur, for example, 
when a user uses a web browser and clicks on an order 
appearing on the screen. The order, in this case, was 
submitted by participant A, though the user does not 
realize this. At step 460, the user types a label that can . 
be used to refer to this participant (A in this case) In the 
future. In step 470, the system writes a record in a data- 
base, Indicating (until removal) that this particular user 
has associated the chosen tabel with the chosen partic- 
ipant. An alternative course of events begins at step ; 
464, In which the user selects the (anonymous) buyer 
on a past visible trade. Again, the user types a label 
(step 460) and the system stores the association in the 
database (470). A third course of events begins at step 
468, when the user selects the seller on a past visible • 
trade. The actions taken by a userstarting at steps 456. 
462, and 466 may take place at any time, and this 
sequence may be repeated ad infinitum. 
[0118] At any point In time afterat least one anony- 
mous participant has been labeled (as described In the 
previous paragraph), the user mHy type In a label for a 
new custom group, as shown In figure 13B at step 476. 
Subsequently, at step 478, the user selects a label pre- 
viously assigned in step 460. In step 484, the system 
stores the user's association between the custom group 
and the true identity of the participant associated with 
the label chosen in step 478. Alternatively. If a new cus- 
tom group has already been created as in step 476, a 
user may begin the sequence by choosing from existing 
custom group labels, as shown in step 482. Subse- 
quently, the same course of events (steps 478 and 484) 
takes place. The actions starting with steps 476 end 482 
may be taken by a user at any time (assuming at least 



d in step 460). 
[0119] Figure 1 3C depicts the action taken when a 
user submits an order, and Intends Its visibility to be 
related to an anonymous participant or custom group. In 
step 490, the user specifies the visibility group for his 
order by entering criteria that refer to either anonymous 
participants (by typing the appropriate label) or custom 
groups (again, by typing the appropriate label), possfoly 
In conjunction with other criteria. 
[0120] A network 500 in accordance with the 
present Invention Is shown In Figure 14. This works with 
the IntemBt and has user browsers SOB, 5t0 and 512 
which correspond to the user browsers shown in Figure 
1. 

[0121) A network 500 has web servers 604 and 606 
that interconnect the local area network 502 through the 
Internet to each of the web browsers 508, 51 0 and 51 2. 
[0122] Three analytic engines S20. 522 and 524 
connect to the local area network S02. In this example, 
these correspond to the analytic engines 39A. 39B and 
39C shown in Figure 2. In other configurations, how- 
ever, there might be multiple analytics engines perCPU, 
or multiple CPUs per analytics engine. An order data- 
base 530 corresponds to the database 30 shown in Fig- 
ure 1 and a trade hi story database 53 2 corre sponds to 
the database 32 shown in Figure 1. the network 500 
includes three visibility group managers 534, 536 and 
S3S for generating visibility groups as described herein 
such as groups 37A, 378, 37C, 37D, 37E and 37F 
shown In Figure 2. Although network 500 Is a represent- 
ative hardware configuration of the present Invention, 
the distribution of functions and data storage can be 
arranged In many different configurations as needed 
and as determined by the availability of resources for 
Implementing the functions required for the present 



[0123] As noted above, an additional feature of the 
present Invention is that participants can choose which 
other participants can see the results of a trade that 
ao occurs as a result of an order. The user specifies this at 
the Ume of the order. For example, in the trade that 
takes place as described in reference to Figures 1 0 and 
1 1, user H specified that if that order resulted In a trade 
then this result would only be shown to a "Likely buyers' 
*s group 600 for this bond. This example Is shown in Fig- 
ure 15. Likewise, user C specified that any trade can be 
shown to "All participants except mutual finds* group 
602. In this example, participant C is the only mutual 
find. However, since there are two participants In every 
so trade, the procedure of the present Invention takes the 
intersection of the two groups for trade display and dis- 
plays the trade results to this new group. H has chosen 
to show the trade to "Likely buyers" while D has elected 
to show it to "All participants except mutual finds". Thus, 
55 the intersection of these two groups (600 and 602) is 
participants B, D, E, and H. As can be seen in the mid- 
dle column titled "Visible Trades", participants B, D, E, 
and H are the only participants that see this trade, as 
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shown by displays 606, 608, 610, and 612. The two par- 
ticipants in a given trade always see the 1)11 trade results. 
In addition, a further embodiment Df the Invention allows 
a user the choice of whether to include the size of the 
trade or Just the price for display purposes. In this case, 
the size of the trade ($4,000,000) would only be dis- 
played if both participants agreed to display this infor- 
mation. In this particular example participant 0 chose to 
show the size Df the trade while participant H chose not 
to show the size. Thu3, the size is only displayed to the 
participants in the trade so that displays 606, and 610 
only show the trade price and not the size. D and H see 
all the trade details since they were the parties Involved 
In the trade. 

[0124] In addition, it was described above that par- 
ticipants have the option of entering a minimum size 
requirement that ts required (or them to cross In the 
actual market This is to protect them from other inves- 
tors who are fishing* for Information by Inserting very 
small orders. For instance. In the above example of Fig- ; 
ure 3, assume each participant put a minimum size 
requirement of $1 million for matching with an order of a 
participant to which they chose not to display their order. 
Thus if user B, whose original market Is shown In Figure 

3 In the row for participant B, enters a selling order of i 

$100,000 at 99 .875. this order will not match with either 
C or D's bid. The reason S's new order does not result 
In a match is that B Is not designated to see C or D's bid, 
and this new order does not meet the minimum $1 mil- 
lion size trade set by C and D. The only reason B would i 
enter this new order is to check If there are any buy 
orders ahead of its own 99.75 bid. ThU3, thte minimum 
size requirement protects C and D from this risk of hav- 
ing their order disclosed to B. This minimum order size 
is not applicable to matches in user 5Cs market. So, for 5 
Instance If user H enters to seB $1 00,000 at 99.875 then 
this order Is accepted because user H had access to the 
99.875 bid in Figure 3. Thus, the minimum size only per- 
tains to matches in the actual market with other users 
that are not designated to see this order. 4 
[0125] The present Invention provides a flexible 
method and system for the display of orders and trades, 
and for the matching of orders to fulfill trades. The fea- 
tures described above can be combined as desired to 
produce a wide variety of trading methods and systems. 4 
[0126] Although several embodiments of the inven- 
tion have been illustrated In the accompanying drawings 
and described in the foregoing Detailed Description, it 
will be understood that the Invention Is not Bmtted to the 
embodiments disclosed, but is capable of numerous s 
rearrangements, modifications and substitutions with- 
out departing from the scope of the Invention. 



A method for providing order displays to p 
pants In a market, comprising the steps of: 



each said dynamic criterion Is based an activity 
In said market, 

defining a plurality of visibility groups of said 
participants, wherein each said visibility group 
is based on at least one of said dynamic crite- 
ria, and the participants in said visibility group 
are subject to change over time, 
receiving an order for an asset from a one of 



associating said order with a one of said visibil- 
ity groups, and 

making at leasta portion of said order available 
to each of said participants in said one visibility 



2. A method for providing order displays as recited in 
Claim 1 wherein said one visibility group is selected 
in conjunction with said order 

3. A method for providing order displays as recited in 
Claim 1 wherein said one visibility group is selected 
prior to receiving said order. 

4. A met hod for provid ing order displays as recited In 
ClBim 1 including the step of displaying at least a 
portion of said order to said recipients In said one 
visibility group. 



5. A me 

Claim 1 wherein said one visibility group Is defined 
before said order is received. 

6. A method (or providing order displays as recited in 
Claim 1 wherein said one visibility group is defined 



7. A method for providing order displays as recited In 
Claim 1 wherein said step of making at least a por- 
tion of said order available to each of said partici- 
pants comprises posting said at least a portion of 
said order for access by said participants In said 
one visibility group. 

8. A method for providing order displays as recited in 
Claim 1 wherein said step of making at least a por- 
tion of said order avalable to each of said partici- 
pants comprises transmitting said at least a portion 
of said order to said participants In said one visibil- 
ity group. 

9. A method for providing order displays as recited In 
Claim 1 1ncluding the step of storing said order In an 
order book which includes a listing for each of said 
orders end an Identification of the participant who 
placed each order. 

10. A method for providing order displays as recited in 
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Claim 1 including the steps of: to each of said participants in said second visi- 

bility group. 

modifying said one visibility group, after said 

step of making said order available to each of 16. A method far providing order displays as recited in 
said participants, to add at least one new par- 5 Cfalm 1 wherein a one of saW criteria for classifying 

flclpant thereto, and said participants is likely buyers. 

making at least a portion of said order available 17. A method for providing order displays as recited in 
to said one new participant Claim 1 wherein a one of said criteria for classifying 

said participants is a selected group of likely buy- 
ers. 

Ifl. A method for providing order displays as recited in 
modifying said one visibility group, after said Claim 1 wherein a one of said criteria for classifying 

step of making said order available to each of is said participants is those participants who are not 
said participants, to delete at least one partici- likely or current buyers, 

pantlherefrom, and 

19. A method for providing order displays as recited in 
canceling said availability of said at least a por- Claim 1 wherein a one of said criteria for classifying 

Hon of said order which was previously avails- 20 said participants is likely sellers. 



20. A method for providing order displays as recited In 

12. A method for providing order displays as recited In Claim 1 wherein a one of said criteria for classifying 
Claim 1 including the steps of: said participants is the most recent sellers. 

25 

receiving a cancellation of said order, and 21.~A" method for providing oTdeTdisplays as recitedTJT " 

terminating the availability of said at (east a Claim 1 wherein a one of said criteria lor classifying 

portion of said order to said participants In said said participants Is those participants who are not 

one visibility group in response to said cancel- likely or current sellers, 

lation. M 

22. A method for providing order displays as recited in 

13. A method for providing order displays as recited In Claim 1 wherein a one of said criteria tor classifying 
Claim 1 Including the steps of: said participants Is the rating of the said participant 

as tar as reliability as determined from their past 

receiving a new visibility group designation as trading behavior, 
from said one participant, 

terminating the availability of said at least a 23. A method for providing order displays as recited in 

portion of said older to said participants in said Claim 1 wherein a one of said criteria for classifying 

one visibility group In response to said receiv- said participants Is the likely amount of unit size that 

ing a new visibility group, and 10 said participant will want to trade, 
making a least a portion of said order available 

to each of said participants in said new visibility 24. A method for providing order displays as recited in 

group. Claim 1 including the- step of updating the partici- 
pants In said vIsibDHy groups when facts change 

14. A method for providing order displays as recited in *f that relate to any of said criteria. 
Claim 1 wherein said criteria for said one visibility 

group comprises participants corresponding to 25. A method for providing order displays as recited In 

orders available to and designated by said one par- Claim 1 Including the step of maintaining an order 

Help ant . history file of said ord era. 

15. A method for providing order displays as recited in 26. A method for providing order displays as recited in 
Claim 1 including the steps of: Clain 1 wherein said asset is a security. 

receiving a second order for said security from 27. A method for providing order displays as recited in 

said one participant, ss Claim 1 wherein said asset is Information or serv- 

aseociating said second order with a second of icea available for sale and purchase, 
said visibility groups, and 

making at least a portion of said order available 28. A method for providing order displays as recited In 
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a communication networks. 



29. A method for providing order displays as recfted Ir 
Claim 1 wherein said asset is electric power. 



30. A method for providing oi 
Claim 1 wherein said asset Is a security and said 
order Is a 
security. 

31. A method for providing order displays as recited In 
Claim 1 wherein said asset Is a security and aald 
order Includes a firm commitment to trade at a unit 
price for said security and quantity of said security. 

32. A method for providing order displays as recited in 
Claim 1 wherein said asset is a security and said 
order includes an Identfficatlon of said security, a 
maximum quantity of said security to ba traded, an 
Indication of buy or sell for the security and a mini- 
mum price for a sale or a maximum price for a buy. 

33. A method for providing order displays as recited in 
Claim 1 wherein said asset is a security_and said 
order includes a minimum size requirement that 
must be met for a trade with an Invisible order In 
said security. 

34. A method for providing order displays as recited in 
Claim 1 Including the steps of: 

defining a second visibility group of said partic- 
ipants, wherein said second visibility group 
comprises the ones of seid participants which 
have placed orders that are available for dis- 
play to a second or said participants and which 
have been selected by said second partlcl- 

receiving an order for an asset from said sec- 
ond participant, wherein said second partici- 
pant order Is associated with said second 
visibility group, and 

making at least a port on of said second partic- 
ipant order available to each of said partici- 
pants in said second visibility group. 
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receiving an order for an asset from said sec- 
ond participant, wherein said second partici- 
pant order is associated with said second 
visibility group, and 

making at least a portion of said second partic- 
ipant order available to each of said partici- 
pants in said second visibility group. 



36. A method for providing order d 

pants m a market rn which the participants submit 
orders for assets, comprising the steps of, 

defining a visibility group of said participants, 
wherein said vfslbBlty group comprises the 
ones of said participants which have placed 
orders that are available for display to a first of 
said participants and which have been selected 
by said first participant, 

receiving a first orderfor an asset from said first 
participant, wherein said first order Is associ- 
ated with said visibility group, and 
making at least a portion of said first order 
available to each of said participants In said 
visibility group, wherein said portion does not 
Include i nformat ion Identifying the participants 
who have available said at least a portion Df 



establishing a trade history of trades fulfilled 
between participants in said market, 
defining a second visibility group of said partic- 
ipants, wherein said second visibility group 
comprises the ones of said participants, either 
a buyer or seller, corresponding to said trades 
in said trade history end which have been 
selected by a second of said participants. 



37. A melhDd for providing order displays to partici- 
pants in a market In which the participants submit 
orders for assets, comprising the steps of: 



ade history of trades fulfilled 
between participants In said market, 

defining a visibility group of said participants, 
wherein said visibility group comprises the 
ones of said participants, either buyers or sell- 
ers, corresponding to said hades in said trade 
history and which have been selected by a first 
or said participants, 

receiving a first order for an asset from said first 
participant, wherein said first order Is associ- 
ated with said visibility group, and 

making at least a portion of said first order 
available to each of said participants in said 
visibility group. 

3B. A method for providing order displays to partici- 
pants in a market, comprising the steps of, 

defining a plurality of dynamic criteria wherein 
each said dynamic criterion Is based on activity 
In said market. 

classifying each of said participants according 
to each of a plurality of criteria, 
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receiving an order for a security from a one of 
said participants, 

associating one of said criteria with said order, 
selecting the ones of said participants that cor- 
respond to said one dynamic criterion, end 5 
making at least a portion of said order available 
to each of said selected participants. 

39. A method for providing order displays as recited In 
Claim 38 wherein said one criteria is selected prior to 
to receiving said order. 

40. A method for providing order displays as recited in 
Claim 38 wherein said one criteria Is selected prior 

to receiving said order. is 

41. A method of providing order displays as recited In 
Claim 38 Including the slap of displaying at least a 
portion of each of said orders to said selected recip- 
ients. 20 

42. A method of providing order displays es recited In 
Claim 38 including the step of storing said arder in 
en order book which includes a listing far each of 
said orders and an Identification of the participant 25 
who placed each oider. 

43. A method for providing order displays as recited in 

Claim 38 including the steps of: 

30 

classifying said participants according to said 
one criteria to specify at least one new partici- 
pant for said one criteria, and 
making at least a portion of said order available 
to said new participant. as 

44. A method for providing order displays as recited in 
Claim 38 including the steps of: 

classifying said participants according to said io 
one criteria to delete at least one participant for 
said one criteria, and 

canceBng said availability of said at least a por- 
tion of said order which was previously availa- 
ble to said deleted participant. 4S 

45. A method for providing order displays as recited In 
Claim 38 wherein a one of said criteria for classify- 
ing said participants Is likely buyers. 

46. A method for providing order displays as recited in 
Claim 38 wherein a one of said criteria for classify- 
ing said participants Is a selected group of likely 

55 

47. A method for providing order displays as recited in 
Claim 38 wherein a one of said criteria for classify- 
ing said participants is those participants who are 
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not likely or current buyers. 

48. A method for providing order displays as recited in 
Claim 38 wherein a one of said criteria for classify- 
ing said participants Is likely sellers. 

49. A method for providing order displays as recited in 
Claim 38 wherein a one of said criteria for classify- 
ing said participants Is the most recent sellers. 

50. A method for providing order displays as recited In 
Claim 38 wherein a one of eald criteria for classify- 
ing said participants Is those participants who are 
not likely or current sellers. 

51. Asystem for providing order displays to participants 
In a market, comprising: 

a server for providing communications with 
said participants. Including receiving orders for 
securities from said participants, 
an order database which Includes an order 
book for storing each outstanding order 
received from said participants, and 
an order processor for producing a plurality of 
visibility groups of said participants wherein 
each said visibility group is based on at least 
one of a plurality of dynamic criteria which cri- 
teria are based on activity in said market and 
the participants in said visibility groups are sub- 
ject to change over time; for receiving a specific 
order via said server from a participant wherein 
said specific order Is associated with a one of 
said visibility groups; and 
a display filler for making at least e portion of 
said specific order available via said server to 
each of the participants in said ona visibility 
group. 

52. A system as recited in Claim 51 including a trade 
history database for recording each of said orders 
which has been fulfilled and Identifying the partici- 
pants for each said fulfilled order. 

53. A system as recited in Claim 51 including at least 
one analytic engine for updating said visibility 
groups when at least one of said criterion changes 
for a participant 

54. A method for trading assets In a market having a 
plurality of participants, comprising the steps of: 

defining a plurality of dynamic criteria wherein 
each said dynamic criterion is based on activity 
in said market, 

defining a plurality of visibility groups of said 
participants, wherein each said visibility group 
is based on at least one ol said dynamic crlte- 
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33 



rion and the participants in said visibility groups 
are subject to change over time, 
receiving respective orders for a particutar 
assel from a plurality of said participants, 
wherein each said order is associated with a s 
one of said visibility groups, 
making at least a portion of each said order 
available to each of said participants in the vis- 
ibility group associated with the order, and 
matching orders received from said partici- to 



65. A method for trading assets as recited in Claim 54 
in which each said order Includes a price and 
wherein said step of matching orders comprises 
identifying two orders having the same unit value. 



57. A method of trading assets as recited In Claim 54 
wherein said step of matching orders is limited to 
participants which h ad available at lea sl one of said 
at least a portion of said order. 



58. A method of trading assets as recited In Claim 54 
wherein said asset ia a security and said order 
Includes a minimum size requirement that must be 
met for a trade with an invisible order In said secu- 
rity. 

59. A method for trading assets as recited In Claim 54 
wherein said step of matching orders includes the 



e not available to said participants. 

60. A method for trading assets as recited in Claim 54 
wherein a first participant submits an order which is 
invisible to a second participant, and a second par- 
ticipant submits a counter-order with a price more 
favorable to said first participant than the price for 
said first order, and said step of matching orders 
comprises determining an intermediate trade price 
which is between the price of said first order and 
said second order, and fulfilling said trade for said 
first and said second orders at said Intermediate 
trade price. 

so 

61. A method for trading assets as recited in Claim 60 
wherein a third participant submits an order (of the 
same nature as said first order, but visible to said 
second participant) with price equal to the price on 
said second order, and said step of matching orders » 
comprises fulfilling said trade for said second and 
said third orders at the common price. 



62. A method for trading assets as recited in Claim 60 
wherein a third participant submits an order (of the 
same nature as said first order, but visible to said 
second participant) with price equal to the price on 
said second order, and said step of matching orders 
comprises interactively querying said third partici- 
pant with an option to trade at said Intermediate 
trade price, and If said third participant accepts said 
option, fulfilling said trade for said second and said 
third orders at the Intermediate trade price, and If 
said third participant does not accept said option, 
fulfilling said trade for said first and said second 
orders at the Intermediate trade price. 

■ 63. A system for trading assets in a market having a 
plurafty of participants, comprising: 

a server for providing communications with 
said participants. Including receiving orders for 
said assets from said participants, 
an order database which includes an order 
book for storing each outstanding order 
received from said participants, and 
an order processor for producing a plurality of 
vis ibility groups_of said participants w herein 
each said visibility group is based on at least 
one of a plurality ol dynamic criteria which cri- 
teria are based on activity in said market and 
the participants in said visibility group are sub- 
ject to change overtime; for receiving a specific 
order via said servarfrom a participant wherein 
said specific order is associated with a one of 
said visibility groups: 

a display filter for making at least a portion of 
said specific order available via said server to 
each of the participants in said one vlsiblity 
group, and 

said order processor coupled to said order 
database for matching orders received from 
said participants and fulfilling a trade for said 
matched orders between the participants who 
submitted the matched orders. 

64. A system for trading assets as recited In Claim 63 



is recited In Claim 63 



66. A method for providing trade displays to partici- 
pants in a market, comprising the steps of: 



defining a plurality of trade display groups of 
said participants, wherein said trade display 
groups are based on criteria specified by said 
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participants, 

associating said first and second orders 
respectively with a first and a second of said 
trade display groups, 

establishing a trade for said first and second 
orders, and 

making information relating to said trada avail- 



both said first trade display group and said se 
ond trade display group. 



6B. A method for providing trade displays as recited In 
Claim 66 wherein said first and second orders are 
further associated with a yes/no show atee parame- 



69. A method for providing order displays to partici- 
pants in a market comprising the steps of: 

defining a plurality of static criteria wherein ss 
each said static criterion is based on thelden- 
tity of a participant, 

defining a visibility croup of said participants, 
wherein said visibility group Is based an a plu- 
rality of said static criteria, so 
receiving an order for an asset from a one of 

said participants, 

associating said order with said visibility group, 
and 

making at least a po rtl on of said ord e r availabl e as 
to each of said participants In said one visibility 
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